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E.O. 11652: N/A 
TAGS: UNDP EAID 

SUB J : UNDP'S PRESENT PROBLEMS AND USG PREPARATIONS FOR THE 
2 1ST UNDP GOVERNING COUNCIL MEETING 

REF: 1) USUN 5395; 2) USUN 5580; 3) USUN A-1368; 4) USUN 5732; 

5) USUN 5888; 6) USUN 5336; 7) USUN A- 1369 

1. SUMMARY: THIS CABLE SUMMARIZES RECENT DEVELOPMENTS AT UNDP 
AND THE MAIOR FINANCIAL AND OTHER PROBLEMS IT IS FACING AS IT: 

1) PREPARES TO ENTER THE LAST YEAR OF ITS FIRST 5-YEAR PROGRAM- 
MING CYCLE; 2) IS ABOUT TO ACQUIRE A NEW ADMINISTRATOR-BRADFORD 
MORSE; 3) PREPARES FOR ITS 2 1ST UNDP GOVERNING COUNCIL MEETING 
BEGINNING IN MID-JANUARY. USUN BELIEVES WE CAN BEST PREPARE 
FOR GOVERNING COUNCIL SESSION, AND THE ISSUES TO BE FACED 
THERE BY A STRATEGY SESSION IN WASHINGTON SOME TIME BETWEEN 
DECEMBER 15 AND 20TH. THIS WOULD PERMIT STATE, AID AND 
USUN OFFICERS TO EXAMINE PROBLEMS IN SOME DEPTH.END SUMMARY. 

2. UNDP FACES SEVERE SHORT TERM LIQUIDITY PROBLEM AND FINANCIAL 
RESOURCES CONSTRAINTS IN 1976. AS THE DEPARTMENT AND AID ARE 
AWARE, UNDP PRESENTLY FACES ITS TOUGHEST LIQUIDITY CRISIS OF 
THE PAST FOUR YEARS. 
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3. THE REASONS AND CAUSES OF THE CRISIS ARE NUMEROUS. 

THEY INCLUDE 1) INFLATION; 2) SHORT FALLS IN ESTIMATED 
CONTRIBUTIONS FROM DONORS IN 1974 AND 1975; (THIS INCLUDES 
A USG SHORTFALL OF $32-42 MILLION DEPENDING ON HOW ONE 
CHOOSES TO CALCULATE); 3) INCREASED PROGRAM DELIVERY. THIS 
HAS BEEN DUE PARTLY TO PRESSURE PUT ON UNDP AND THE SPE- 
CIALIZED AGENCIES BY THE GOVERNING COUNCIL AND OTHERS AND 
PARTLY TO OVER PROGRAMMING AND ACCELERATED PROJECT APPROVALS; 

4) DELAYS IN PAYMENT OF PLEDGES BY ITALY ($16 MILLION) AND 
BY SOME DEVELOPING COUNTRIES (ANOTHER $16 MILLION); AND 

5) UNDP'S HAVING DRAWN DOWN MOST OF THE LIQUID PARTS OF 
ITS $150 MILLION OPERATIONAL RESERVE. THE REMAINDER CON- 
SISTS OF SUCH THINGS AS $35 MILLION IN NON-CONVERTIBLE 
CURRENCY (OF WHICH $19 MILLION IS IN RUSSIAN RUBLES) MEDIUM- 
TERM INVESTMENTS, LETTERS OF CREDIT WITH STRINGS ON THEM, 

ETC. 

4. WHAT UNDP HAS DONE TO DATE ABOUT THIS PROBLEM. UNDP IS 
EXPLORING WITH THE UN, WITH THE VARIOUS SPECIALIZED AGENCIES 
AND WITH SOME DONORS VARIOUS STEPS THAT— IF AGREED TO AND 
TAKEN-WOULD SERVE TO TIDE UNDP OVER UNTIL THE BEGINNING 
OF 1976. IT BELIEVES IT WILL THEN RECEIVE ENOUGH EARLY 
PAYMENTS ON 1976 PLEDGES (INCLUDING A HOPED FOR $25 MILLION 
FROM THE US) TO GIVE IT SOME BREATHING ROOM. 

5. UNDP INFORMED ITS RESIDENT REPRESENTATIVES ON 

4 NOVEMBER THAT EXPENDITURES DURING THE FIRST NINE 
MONTHS OF 1975 WERE UP ABOUT 35 PERCENT COMPARED TO THE SAME 
PERIOD IN 1974. ON ON THE BASIS OF REVISED UPWARD ESTIMATES 
OF COSTS, UNDP ESTIMATED AN APPROXIMATE OVER-EXPENDITURE 
IN THE RANGE OF $100 MILLION BY THE END OF 1976 IF ACTIONS 
WERE NOT TAKEN TO CURTAIL THE PRESENT RATE OF APPROVALS 
AND EXPENDITURES. THE RESIDENT REPRESENTATIVES AND 
SPECIALIZED AGENCIES WERE THEREFORE TOLD BY UNDP HEADQUAR- 
TERS THAT "INFLATION AND THE INCREASE IN DELIVERY AT A 
TIME WHEN THERE HAS BEEN A SETBACK IN CONTRIBUTIONS NECESSI- 
TATE COUNTERMEASURES IN ORDER FOR US TO REMAIN WITHIN 
THE TOTAL LEVEL OF RESOURCES WHICH WE EXPECT WILL BE AVAIL- 
BLE." UNDP IS NOT AIMING AT AN ABSOLUTE REDUCTION 
IN EXPENDITURE BUT A LEVELING OFF OF THE PRESENT SHARP UPWARD 
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TREND AND MAINTENANCE OF ACTUAL COST PROGRAMMING EXPENDI- 
TURES IN 1976 AT THE $390 MILLION LEVEL CURRENTLY ESTIMATED 
FOR 1975--A FIGURE 25 PERCENT HIGHER THAN THE 1974 PROGRAM 
EXPENDITURE FIGURE. 

6. ROUGH USUN CALCULATIONS BASED ON UNDP'S PLEDGING CON- 
FERENCE FOR 1976 POINT UP THREE DISCOURAGING TRENDS. THESE 
ARE A DROP OF 50 PERCENT IN THE GROWTH RATE IN OVERALL 
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CONTRIBUTIONS; NO MARKED INCREASES IN THE VERY SMALL OPEC 
CONTRIBUTIONS (3 PERCENT OF TOTAL) OR SOVIET BLOC (2 PERCENT 
OF TOTAL) CONTRIBUTIONS; ONLY TWO ADDITIONAL COUNTRIES 
(SAUDI ARABIA AND YUGOSLAVIA) REACHING NET CONTRIBUTOR STATUS. 
IF THESE TRENDS CONTINUE UNDP WOULD FALL FAR SHORT OF 
ITS MUCH DISCUSSED 15 PERCENT ANNUAL GROWTH GOAL FOR THE 
SECOND PROGRAMMING CYCLE. ABOUT 85 YO 90 PERCENT OF ALL 
CONTRIBUTIONS AND ALL INCREASES IN CONTRIBUTIONS TO UNDP 
IN RECENT YEARS HAVE COME FROM FIFTEEN WESTERN COUNTRIES. 
APPROXIMATELY HALF OF THESE HAVE RECENTLY INDICATED THAT 
THEY ARE UNLIKELY TO BE IN A POSITION TO INCREASE CONTRI- 
BUTIONS AT ANY THING NEAR A 15 PERCENT YEARLY RATE DURING 
THE 1977-1981 PERIOD. (IN SPITE OF THEIR CONTINUED SMALL. 
NON-CONVERTIBLE CONTRIBUTIONS, THE SOVIET BLOC COUNTRIES 
CONTINUE TO COMPLAIN LOUDLY ABOUT "UNFAIR GEOGRAPHICAL 
DISTRIBUTION PRACTICES" BY UNDP IN ITS PURCHASE OF EQUIP- 
MENT, USE OF SUB-CONTRACTORS AND PROJECT EXPERTS. AND 
CHOICE OF PARTICIPANT TRAINING SITES.) 

7. PERSONNEL MANAGEMENT PROBLEMS. THE NEW UNDP ADMINISTRA- 
TOR, MORSE, WILL HAVE LIMITED FREEDOM IN THE PERSONNEL AREA 
AS A RESULT OF NUMEROUS "TOMBSTONE" EXTENSIONS OF CONTRACTS, 
PROMOTIONS, AND NEW HIRES HIS PREDECESSOR, THE OUTGOING 
ADMINISTRATOR, HAD APPROVED OR PUT IN TRAIN DURING THE PAST 
MONTH. MORSE'S ABILITY TO BRING IN HIS OWN TEAM, OR EVEN 
TO REVAMP AND JUGGLE THE EXISTING GROUP OF SENIOR OFFICIALS 
AT UNDP, HAS BEEN GREATELY IMPAIRED BY THE FOLLOWING 
ACTIONS TAKEN OVER THE PAST MONTH: (A) EXTENDING THE 
CONTRACTS OF THE TWO DEPUTY ADMINISTRATORS (PATEL AND 
LINDSTROM) FOR TWO YEARS; (B) THREE KEY HEADQUARTERS 
PROMOSTIONS FROM THE D-l TO THE D-2 LEVEL THAT USUN IS 
TOLD ARE ABOUT TO BE MADE; (C) HIRING OF FOUR SENIOR 
(D-l) OFFICERS IN THE KEY POLICY DIVISION. THE FOREGOING 
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ACTIONS COULD ULTIMATELY SERVE TO STRENGTHEN THE UNDP 
HEADQUARTERS STAFF, BUT THIS IS NOT AL ALL CERTAIN. 

WE BELIEVE THAT MOST OF THESE STEPS SHOULD HAVE BEEN 
DELAYED UNTIL MORSE TOOK OVER OR HAVE BEEN MADE WITH HIS 
ADVANCE KNOWLEDGE AND INFORMAL CONCURRENCE. 
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8. THE 21 ST UNDP GOVERNING COUNCIL MEETING IN JANUARY. 

THE 2 1ST UNDP GOVERNING COUNCIL TO BE HELD IN NEW YORK 
OR GENEVA IS SHAPING UP TO BE ONE OF THE MOST IMPORTANT 
SESSIONS OF THE PAST FOUR YEARS-A MEETING WHOSE DECISIONS- 
OR NON-DECISIONS— COULD DETERMINE HOW EFFECTIVE UNDP 
WILL BE DURING THE REMAINDER OF THIS DECADE. IT COULD ALSO 
MARK A WATERSHED IN TERMS OF WHETHER THE US WILL CONTINUE 
TO PLAY AN IMPORTANT LEADERSHIP ROLE IN UNDP AND RETAIN 
THE ABILITY TO INFLUENCE THE DIRECTION AND COMPETENCE OF 
THE LARGEST AND WIDEST RANGING TECHNICAL ASSITANCE PROGRAM 
IN THE WORLD. THERE ARE MANY OLD AND NEW ISSUES WITH WHICH 
THE US DELEGATION MUST BE PREPARED TO DEAL IF SIGNIFICANT 

US INTERESTS IN THE TECHNICAL ASSISTANCE FIELD ARE TO BE 
PROTECTED AND ADVANCED. 

9. ALONG WITH THE DIFFICULTIES, WE BELIEVE THE US DELEGATION 
WILL HAVE A NUMBER OF OPPORTUNITIES TO PUT IN TRAIN MAJOR 
IMPROVEMENTS IN THE UNDP PROGRAM IN 

SUCH IMPORTANT AREAS AS: (A) HEADQUARTERS MANAGEMENT 
CONTROL SYSTEMS; (B) THE LIQUIDITY OF UNDP'S 
OPERATIONAL RESERVE;(C) PROMPT PAYMENT OF PLEDGES AND 
OTHER FINANCIAL ARREARAGES; (D) FURTHER INTEGRATION OF THE 
COUNTRY PROGRAMS AND PROJECTS OF UN SPECIALIZED AGENCIES 
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INTO THE UNDP SECOND FIVE YEAR (1977-1981) COUNTRY PROGRAM- 
MING EXERCISE; (E) FURTHER IMPROVEMENTS IN 
THE COUNTRY PROGRAMMING GUIDELINES FOR THE SECOND CYCLE, 
PARTICULARLY IN SUCH AREAS AS INTEGRATED RURAL DEVELOPMENT, 
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BASIC HEALTH SERVICES AND WOMEN S AFFAIRS. 

10. WE BELIEVE THAT THE US DELEGATION SHOULD-IN CONCERT 
WITH LINE-MINDED DELEGATIONS --"GO PUBLIC" ON THESE ISSUES 
EXCEPT THE LAST ONE. WE SHOULD SEEK TO HAVE THE GUIDELINES 
FURTHER IMPROVED VIA INFORMAL MEETINGS WITH UNDP OFFICIALS 
SUCH AS MORSE, PATEL AND DUBEY. 

1. THERE ARE OF COURSE MANY OTHER FACTORS AND ISSUES 
THAT WILL INFLUENCE THE PROCEEDINGS OF THE 21ST SESSION 
INCLUDING: THE POSITIVE RESULTS OF THE SEVENTH SPECIAL 
SESSION; IDEOLOGICAL PRESSURES RELATED TO NIEO; RESTRUCTURING; 
A CUBAN PRESIDENCY OF THE GOVERNING COUNCIL AND CUBA'S 
INVITATION TO BE HOST FOR THE 22ND GOVERNING COUNCIL MEET- 
ING; STATUS OF NEGOTIATIONS FOR POSSIBLE NEW UNDP PROGRAMS 
TO ONE OR MORE INDO-CHINA PENINUSLA COUNTRIES; UNDP'S 
CLOSER WORKING RELATIONS WITH THE WORLD BANK AND AID; NEW 
DIMENSIONS; DECENTRALIZATION; INCREASED EMPHASIS ON LEAST 
DEVELOPED AND MSA COUNTRIES, ON WOMEN IN DEVELOPMENT, 

ON RURAL DEVELOPMENT, ON GLOBAL PROJECTS AND ON TECHNICAL 
COOPERATION AMONG DEVELOPING COUNTRIES. 

12. IN LIGHT OF THE ABOVE CONSIDERATIONS, WE SUGGEST 
THAT THE DEPARTMENT AND I AD PREPARE A DRAFT 2 1ST GOVERN- 
ING COUNCIL OVERVIEW PAPER PLUS ANY ESSENTIAL ISSUES 
PAPERS OVER THE NEXT THREE WEEKS. THESE WOULD SERVE AS 
BASIS FOR A DAY-LONG STRATEGY AND TACTICS SESSION 
BETWEEN DEPARTMENT, AID AND USUN OFFICERS SOME TIME BETWEEN 
DECEMBER 15 AND 20. SUCH A SESSION AT THAT 
TIME WOULD SERVE TO ASSURE A COORDINATED APPROACH ON SUB 
STANTIVE PROBLEMS AND ON TACTICS. 

MOYNIHAN 
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